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The following index and digest contain the legal cases which have appeared in 
THE BANKING LAW JOURNAL during 1954, The entire arrangement, including the 
number of sections, follows the plan of the fifth edition of the BANKING LAW 
JOURNAL DIGEST. The DIGEST, with Cumulative Supplement to Fifth Edition, 
contains the digest of more than 10,000 banking decisions which have been published 
in THE BANKING LAW JOURNAL from the time of its establishment in 1889 down 


to December, 1954, 


ACCOMMODATION PAPER 


§26. Rights of accommodation maker or 
indorser. 

Permitting the dissipation of assets se- 
curing a note does not constitute failure 
of consideration in regard to the accom- 
modation endorser who may be proceeded 
against by the payee even before action 
is taken against the maker. Yaffe v. 
Bank of Chelsea, Okla. 271 P.2d 365. 
71 B. L, J. 786. 


ALTERED PAPER 


§76. Liability of drawee to drawer. 

Six different types of obvious discrep- 
ancies on certain checks should have 
alerted a skilled bank employee that the 
checks had been altered, Abbott Labora- 
tories v, Bank of London & South Amer- 
ica, Illinois, 114 N, E. 2d 585. 71 B. L. J. 
611, 


ASSIGNMENTS 


§94.5. Assignment of accounts receivable. 


A company was permitted to recover 
payments from a bank where the com- 
pany made payments because of a mis- 
take of fact induced to an extent by the 
bank which had inspected and passed on 
to the company forged and false invoices 


and bills of lading. Firestone Tire & 
Rubber Co. v, Central National Bank of 
Cleveland, Ohio, 112 N. E. 2d 636. 71 


§95. Assignment of contract, 


A bank to which a company had as- 
signed its contract with the Veterans 
Administration took the contract sub- 
ject to all rights the VA had against the 
company including the right to penal 
damages for fraud and thus when the 
bank sued on the contract the VA could 
set off its liability under the contract by 
proving the company was subject to 
penal damages for fraud, First National 
Bank of Birmingham v., United States, 
Ala., 117 F. Supp. 487. 71 B. L. J. 501. 


§95.5. Assignment of claims against U, S. 

Where a company assigned its govern- 
ment contract to a bank and later failed 
to collect and pay certain taxes, the gov- 
ernment could not set off the amount of 
taxes owed by the company when the 
bank brought suit against the govern- 
ment on the contract since the tax mat- 
ter arose independently of the contract. 
Central Bank v, United States, U. S., 73 
Ct. 917. Ti 60. 


ATTACHMENT, GARNISHMENT AND 
EXECUTION 


§99. Property subject to attachment, 
For an article concerning the use of 


THE BANKING 


garnishment of the proceeds of commer- 
cial paper in the bank collection process 
see 71 B. L, J. 729. 


§104, Property subject to garnishment. 


A creditor could not garnish funds 
owed by a company to the debtor where 
the debtor had previously assigned all 
his accounts receivable to a bank, Okla- 
homa Oxygen Co, v. Citizens State Bank 
& Trust Co. Okla. 274 P. 2d 372. 71 
B. L. J. 832. 


BANKING 


§119. State control of banking business. 


Where the charter of a mutual savings 
bank was not repealed specifically by a 
general, state statute it was not repealed 
by implication and thus the bank need 
not apply for permission to open a 
branch bank under the new general law. 
Kirkwood et al. v. Provident Savings 
Bank, Maryland, 106 A, 2d 103. 71 B. L. J. 
760, 


Where a state banking commissioner 
brought suit in a state court to prevent 
the establishment of a national bank in 
an area where a state bank was already 
established, the court refused relief on 
the ground it had no jurisdiction since 
only a violation of federal, not state law, 
was involved. Millard, Attorney General 
et al, v. National Bank of Detroit, Mich., 
61 N. W. 2d 804. 71 B. L. J, 311. 


A corporation claiming to be only a 
real estate company must submit to a 
subpoena of the New York Banking Su- 
perintendent issued to determine wheth- 
er any person had violated the provisions 
of the Banking Law. Dawn Operators, 
Inc, v. Lyon, New York, 131 N. Y. L. J. 
71, April 14, 1954, 71 B, L, J. 498. 


Where a foreign bank agency in the 
United States informed a New York 
bank that it held funds for the bank pur- 
suant to instructions of its parent organ- 
ization and listed the bank as a creditor 
on the agency books, the bank was en- 
titled to a preferred claim on agency 
assets when the state superintendent of 
banks took possession of the agency’s 
business. Guaranty Trust Co. of New 
York et al, v, Lyon, Superintendent of 
Banks et al. 124 N. Y. S. 2d 680. 71 
i. J. 421. 


Where a state banking superintendent 
issued a license to a finance company 
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partly on the condition that the company 
would surrender its license if it charged 
more than a specified rate of interest 
which was below the maximum permit- 
ted by statute, several small loan com- 
panies had no legal grounds to object 
because they could not show injury to a 
legally protected right and were wrong 
in believing the superintendent had no 
right to consider, although not fix, inter- 
est rates when granting a license. Per- 
sonal Finance Co, of New York et al. v. 
Lyon, 121 N. Y. S, 2d 72. 71 B. L. J. 35. 


§119.5. Federal control of banking busi- 
ness, 


Where a bank controlled 41% of all 
commercial bank offices in a five state 
area and held 39% of the commercial de- 
posits and 50% of the commercial loans, 
a court ruled there was no violation of 
the Clayton Anti-Trust Act since the 
competitive area of the mentioned banks 
was confined to the local community 
where each bank operated. Transamerica 
Corporation v. Board of Governors of 
Federal Reserve System, United States, 
206 F. 2d 168. 71 B. L. J. 23. 


§132, Merger and consolidation. 


A national bank not a party to a mer- 
ger has the right to object to the merger 
between a state bank and another na- 
tional bank. Delaware County National 
Bank v, Campbell et al., Pa. 106 A. 2d 
416. 71 B. L. J. 839. 


§136.5. Right to sue foreign government, 


Where Nationalist China sued a bank 
in the United States for $200,000 and the 
bank counterclaimed for $391,000, the 
counterclaim arising out of a completely 
different transaction, the court rejected 
the bank’s contention on the ground that 
to permit it would in effect be permitting 
the bank to sue a friendly foreign gov- 
ernment without its permission which is 
against public policy, Republic of China 
et al. v. National City Bank of New — 
York, U. S. 208 F. 2d 627. 71 B. L, J. 426. 


BANKRUPTCY 


§145. Priorities among creditors, 


Where plaintiff paid off the mortgage 
of a company and took a new mortgage 
from the company on the same property, 
his claim against the property was prior 
to a government tax lien which had been 
imposed after the first mortgage but be- 
fore the second, Potter v. United States 


a 
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et al., Rhode Island, 111 F,. Supp. 585. 71 
B, L. J, 286. 


BONDS 


§209.5. Bonds intentionally destroyed. 


Where the owner of negotiable bonds 
intentionally burned the bonds upon be- 
ing advised of their worthlessness, she 
could not later force the company to re- 
place them when it was discovered they 
were of value because the intentional de- 
struction of a negotiable instrument de- 
stroys the right of action on it. State 
Street Trust Co. v Muskogee Electric 
Traction Co., United States, 204 F. 2d 
920, 71 B, L, J. 188, 


CHECKS 


§277. Cashier’s checks, 


Under Illinois law a negotiable instru- 
ment may be transferred by delivery 
without indorsement if there was an in- 
tention to transfer title by delivery only. 
Ellithorpe v. Pioneer Trust & Savings 
Bank, Illinois, 119 N, E. 2d 393. 71 B. L. J. 
701, 


§279. Check does not operate as an as- 
signment, 


Where a farmer gave plaintiff a check 
and then asked the bank on which it was 
drawn not to pay the check until the 
farmer’s crops were in or until further 
instructions, the bank was not liable for 
returning the check to plaintiff marked 
insufficient funds since a check is not 
an assignment of funds and thus the 
bank has no obligation to pay out funds 
contrary to the drawer’s_ instructions. 
Aiken Bag Corp. v. McLeod et al., Geor- 
gia, 81 S. E, 2d 215. 71 B. L. J. 561. 


§284.—Payment of check after drawer’s 
death. 


The rule that a bank may pay a check 
drawn on an ordinary account notwith- 
standing the death of the depositor if 
presentation is made within ten days of 
the date of the check extends to checks 
drawn on joint accounts where the de- 
positor is entitled to the deposit by the 
right of survivorship. Smith v. Mer- 
chants National Bank of Leominster, 
Mass., 115 N, E, 2d 143. 71 B. L. J, 238. 


COLLECTIONS 


§297. Duties of collecting bank; liability 
for negligence generally. 

A Pennsylvania bank collecting a draft 
is not a “seller” of securities under the 
Securities Act of 1933 because of a state 
statute which makes collecting 
banks agents rather than owners even 
when items are endorsed to the banks 
without restriction, First Trust & Sav- 
ings Bank v, Fidelity-Philadelphia Trust 
Co., United States, 214 F. 2d 320. 71 B. 
L. J, 152. 


A bank was not negligent in attempt- 
ing to collect a draft from its depositor 
where it called the depositor four times 
at his home and tried unsuccessfully to 
call him at a hunting camp 25 miles 
away, The bank was not obliged to send 
a messenger to the hunting camp to con- 
tact the depositor. Thack et al. v. First 
National Bank & Trust Co. et al. U. S., 
206 F, 24 180. 71 B. L. J. 104. 


DEPOSITS 


§405. Special deposits, 

Where the creditor of an oil company 
sought to compel a bank to pay out the 
oil company’s funds which it held in an 
account a court ruled that no such pay- 
ment could be made without the instruc- 
tions of the oil company even though the 
account was set up to pay such creditors. 
Mercantile National Bank at Dallas v. 
McCullough Tool Co., Texas, 259 S. W. 
2d 724, 71 B. L. J. 201. 


§410, Public deposits, 

Under the terms of the Uniform Fidu- 
ciaries Act a bank was not liable to a 
school district when its treasurer de- 
posited the district’s checks in his own 
account and later withdrew the funds 
from the account for his own use, West- 
ern Surety Co, v, Farmers & Merchants 
State Bank, Minn., 68 N. W. 2d 377. 71 
L. J. 629. 


§425. Deposits in two names — United 
States, 

Where the maker of a note sued the 
payee in county A for cancellation of the 
note and a bank which then held the 
note sued the maker in county B to col- 
lect the note, the first suit was not a bar 
to the second because the bank had not 
been made a party to the first suit. Stan- 
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ley et ux v, Columbus State Bank, Texas, 
258 S, W, 2d 840, 71 B. L. J. 320. 


§435.—Missouri. 

A husband had no power to divest his 
wife of her interest in a joint checking 
account where he had written a check on 
the account in favor of his brother with- 
out the wife’s consent, Feltz v. Pavlik et 
al., Missouri, 257 S. W. 2d 214. 71 B. L. J. 
125. 


§465. Unclaimed deposits, 

Under New Jersey escheat law the 
word “person” includes a banking cor- 
poration and thus a bank must pay funds 
unclaimed for five years to the state 
treasurer under the state escheat statute. 
State v. National Newark and WBssex 
Banking Co. N. J., 106 A. 2d 358. 71 
B. L, J. 782, 


§471. Proving deposit, 

Where two depositors deposited funds 
in the same bank on the same day and 
it was not discovered until eight years 
later that funds of one of them had been 
mistakenly deposited in the account of 
the other, the one receiving the errone- 
ous credit had to return the money de- 
spite the fact that the error was made 
by a bank employee and not discovered 
for eight years. Van Zandt et al. v. First 
National Bank, Miss, 70 So. 2d 327, 71 
B. L. J. 609. 


FORGED PAPER 


§550. Liability of bank to depositor where 
bank pays check bearing forged 
signature, 

Where a bank paid out money on in- 
dorsements forged by a partner of a 
brokerage firm, the bank could not be 
excused because of the laxness of the 
other partners since its liability was 
based not on its negligence in making 
payment but on breach of its contract of 
deposit with the brokerage firm. Coffin et 
al. v. Fidelity - Philadelphia Trust Co., 
Pa., 97 A. 2d 857. 71 B. L. J, 242. 


§578.—Depositor’s duty to give notice upon 
discovering forged indorsement, 

The failure of a bank to compare sig- 
natures on papers in its mortgage de- 
partment with endorsements on its de- 
positor’s checks did not waive the statute 
protecting the bank against forgeries of 
which it had no notice for two years. 
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Standard Accident Insurance Co. v. 
Montclair Trust Co, et al. New Jersey, 
106 A, 2d 368. 71 B, L, J. 766, 


GIFTS 


§606. Gifts of bank deposits. 

It was held sufficient to create an ef- 
fective gift where depositor who was ill 
gave oral directions to an assistant bank 
cashier to pay over depositor’s account 
to a friend when the depositor died. It 
was effective even though no formal writ- 
ten assignment was made, In re Blose’s 
Estate, Pa., 97 A, 2d 858, 71 B. L. J. 47. 


A husband had no power to divest his 
wife of her interest in a joint checking 
account where he had written a check on 
the account in favor of his brother with- 
out the wife’s consent. Feltz v. Pavlik et 
al., Missouri, 257 S. W. 2d 214. 71 B. L. J. 
125, 


GUARANTY 


§616. Construction of contract of guar- 
anty, 

It was proper for a bank to offset a 
certain amount of debiting plaintiffs’ ac- 
count where plaintiffs had guaranteed 
payments by a corporation and such pay- 
ments had not been made, even though 
at the time of the offset the guaranty 
had ended and despite the fact the bank 
had not proceeded against the corpora- 
tion, Eisendrath v, Bank of America Na- 
tional Trust & Savings Assn., Calif., 258 
32. 71 B. J, 270. 


When a bank bought a company’s ac- 
counts receivable, defendants, who guar- 
anteed the company’s debts were liable 
to the bank, and could not be relieved of 
liability on the ground that such ac- 
counts were not debts of the company 
but rather of the company’s customers. 
Bank of America National Trust & Sav- 
ings Assn. v, Burhans et al., Wisconsin, 
60 N, W. 2d 725, 71 B. L. J. 335. 


HOLDERS IN DUE COURSE 


§628. Payee as holder in due course. 


Where the treasurer of a school dis- 
trict had a cashier’s check drawn on the 
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school account and used it to pay a per- 
sonal debt, the surety company on the 
treasurer’s bond could not recover from 
the payee since he became a holder in 
due course despite the notation “Dist. 
No. 14, Remitter”’ on the face of the note. 
Western Surety Co. v. Friederichs, Minn. 
63 N. W. 2d 565. 71 B. L. J. 703. 


§630. Holder must take without notice 
of defect. 

Where bank officer filled in the date 
on an undated promissory note to corre- 
spond with the date of the acknowledge- 
ment on the accompanying mortgage, the 
bank did not become a holder in due 
course since the note was not complete 
and regular on its face as required by 
the Negotiable Instruments Act. Loop 
National Bank v. Cox et al., Ala., 73 So. 
2a 364, 71 B. L. J. 812. 


Where a car dealer took a purchaser’s 
note and immediately assigned it to a 
finance company which had provided the 
dealer with the forms for the note and 
chattel mortgage covering a car and 
where the finance company should have 
known the car was not new since it had 
financed its sale previously, the company 
was not a holder in due course and was 
subject .9 the same equities that existed 
between the purchaser and the dealer. 
General Motors Acceptance Corp. v. 
Daigle, Louisiana, 72 So. 2d 319. 71 B. 
L. J. 671, 


§638.—Notice to officer as notice to bank. 


The taking of certain notes by a bank 
as payee did not make it a holder in due 
course because in receiving the notes for 
the bank, the bank manager was perpe- 
trating a fraudulent scheme and his bad 
faith was imputed to the bank. Mata- 
nuska Valley Bank v. Arnold et al. Alas- 
ka, 116 Fed. Supp. 32. 71 B. L. J. 366. 


§649. Effect of indorsement, 


Where a bank in making a loan re- 
quired the persons obtaining the loan to 
endorse the check “Payment in full” for 
a car they were purportedly buying with 
the proceeds of the loan and the check 
was not delivered to the car dealer to 
whom it was endorsed but rather cashed 
by plaintiff after the dealer’s name was 
forged on the check, the check became a 
bearer instrument and thus plaintiff was 
a holder in due course, Hall v. Bank of 
Blasdell, New York, 118 N. E. 2d 464. 71 
B. L. J. 604, 


§650. Rights of holder in due course, 


An appellate court found for the hold- 
er of a note and overruled a lower court 


which had held that default on the note 
was caused by the maker’s inexperience 
and that the case would be dismissed if 
she brought her payments up to date. 
Gramatan National Bank & Trust Co, v. 
Backman, N, J., 104 A, 2d 729. 71 B. L. J. 
617, 


INCOMPLETE INSTRUMENTS 


§668. Blank spaces carelessly left. 


A bank was not liable to a company 
for honoring its raised checks where the 
company manager signed the checks pre- 
pared by a fraudulent bookkeeper but 
left blank as to the written amount, the 
bookkeeper later filling in the written 
amount and raising the figure amount 
and where the alterations were not ap- 
parent on the checks. Pacific Coast 
Cheese, Inc, v. Security First National 
Bank, Calif., 273 P. 2d 547. 71 B. L. J. 772. 


INDORSEMENTS 


§674. Form of indorsement, 


Where the payee of certain unindorsed 
notes transferred them to plaintiff by a 
written instrument reciting only that the 
notes were sold, transferred and assigned 
and at the same time the payee refused 
orally to be personally liable on the notes, 
plaintiff could not collect the value of the 
notes from the payee even though he was 
entitled to get the payee’s indorsement 
under Section 49 Negotiable Instruments 
Act, Tyree v. Cox, Texas, 267 S. W. 2d 
233. 71 B, L. J. 624. 


§695. Qualified indorsements, 


Where holder of a note could not pro- 
ceed against the maker because of the 
latter’s incompetency, it could recover 
from the endorser although his endorse- 
ment was qualified, on the ground that 
even a qualified endorser warrants the 
capacity of prior parties to contract. 
First Discount Corp. v. Sutton d.b.a. 
King Kar Co., Ohio, 121 N, E, 2d 657. 71 
819. 


Where a bank accepted a check which 
had written on the back that it was pay- 
ment in full of a debt to the bank, the 
debt was in fact fully satisfied even 
though before having the check cashed 
the bank added on the back of the check 


she 
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that it was accepted only as partial pay- 
ment of the debt, Modern Dust Bag Co., 
Inc, v. Commercial Trust Co., Delaware, 
104 A.2d 378, 71 B. L. J. 708. 


LABOR LAWS 


§764. Application to banks. 


Employees of a national bank working 
in custodial and janitorial jobs are with- 
in coverage of the Fair Labor Standards 
Act and consequently a bank can be en- 
joined from violating the Act’s minimum 
wage provisions. Union National Bank 
of Little Rock, Arkansas vy. Durkin, Sec- 
retary of Labor, U. S., 207 F. 2d 848, 71 
B. L, J, 430. 


LETTERS OF CREDIT 


§766. Letters of credit. 


Even though a bank issuing a letter 
of credit was wrong in not adhering to 
its terms, the bank requesting the letter 
could not take advantage of the error 
because it had unconditionally guaran- 
teed payment by the issuing bank to a 
foreign bank which had also not adhered 
to the terms of the letter. Bank of Amer- 
ica National Trust & Savings Assn. v. 
Liberty National Bank & Trust Co., 
Okla, 116 F. Supp. 233, 71 B. L, J. 485. 


A bank was held liable in a letter of 
credit arrangement when it paid out 
plaintiff’s funds in violation of plaintiff’s 
oral instructions, despite the fact that 
when the arrangement was reduced to 
writing it contained a waiver for failure 
to make timely protest. Caloric Stove 
Corp, v. Chemical Bank & Trust Co., 
U. S., 205 F. 2d 492, 71 B, L. J. 172. 


A bank was not liable for the alleged 
insufficiency of certificates of inspection 
under a letter of credit arrangement 
where the terms of the letter carefully 
set forth that the bank would not be 
responsible for the validity, sufficiency 
or genuineness of such documents. Chair- 
masters, Inc, v. Public National Bank & 
Trust Co., 127 N. Y. S. 2d 806. 71 B. L, J. 
420. 
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LIEN AND SET-OFF 


§778. Deposit by executor or administra- 
tor, 

Where a bank permitted decedent’s 
executors to close his account and open 
another in the name of the estate it could 
not later set off against the new account 
an amount decedent had owed the bank 
during his lifetime, Barber, et al. v. 
Westchester Bank & Trust Co., 129 N.Y.S. 
2a 376. 71 B. L, J. 627. 


MORTGAGES 


§867. Waiver of mortgagee’s rights. 


A clause in a mortgage on a fishing 
vessel permitting the mortgagor to incur 
expenses for repairs on the ship was not 
a waiver of the mortgagee bank’s status 
as a creditor and certain maritime liens 
were therefore not prior to the mortgage. 
Crofton Diesel Engine Co., Inc, et al. v. 
Puget Sound National Bank, U. S., 205 F. 
2d 950. 71 B, L. J. 889. 


§876. Mortgage of stock of merchandise. 


Where a bank in good faith took a note 
and chattel mortgage on about half of a 
dealer’s stock just a month before the 
dealer went bankrupt a court ruled the 
mortgage was invalid because notice of 
the transaction had not been given to 
creditors of the dealer as required by the 
Bulk Mortgage Act. David v. Lawrence- 
Cedarhurst Bank, U, S., 204 F. 2d 431, 71 
B, L, J. 218, 


§887. Real estate mortgages generally. 


A court rejected the federal govern- 
ment’s contention that a certain mort- 
gage had been discharged where a bank 
had agreed earlier with the mortgagors 
to limit collection of a judgment against 
them to the mortgaged property and 
subsequently foreclosed on the property. 
Miners Savings Bank, et al. v. United 
States et al. Pa. 110 F. Supp. 563. 71 
B. L. J. 192, 


Despite a strong legal presumption 
that a mortgage is paid if it has gone 
unclaimed and unrecognized for more 
than twenty years, a mortgagee’s execu- 
trix was able to rebut the presumption 
where a clause in the mortgagee’s will 
indirectly indicated the mortgage had not 
been paid, Engemann et al. v. Colonial 
Trust Co., Pa., 105 A, 2d 347. 71 B. L, J. 
695. 
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Where a mortgage was executed in one 
state the mere fact that it covered prop- 
erty in a second state did not mean the 
mortgagee was doing business in the 
second state and it did not therefore 
have to comply with certain statutory 
requirements in that state, Land Devel- 
opment Corp, v, Cannaday et al., Idaho, 
268 P. 2a 976. 71 B. UL, J. 278. 


NATIONAL BANKS 


§900. State control of national banks, 


A national bank may use the words 
“saving” and “savings” in its advertis- 
ing and business operations despite a 
state siatute prohibiting such use of 
these words in New York. Franklin Na- 
tional Bank of Franklin Square v. Peo- 
ple of the State of New York, United 
States Supreme Court, April 5, 1954. 71 
B. L, J. 406, 


OFFICERS AND EMPLOYEES 
OF BANKS 


§1077, Liability of bank for acts of offi- 
cers or employees, 


If a payee bank agrees to procure in- 
surance on the life of a maker of a note, 
and the maker pays the bank for such 
procurement, the bank cannot enforce 
the note against the estate of the maker 
if it in fact never procured the insur- 
ance and even if the bank proves the 
payment to the bank officer for the in- 
Surance was in effect a payment to an 
agent of the insurance company. Bank 
of French Broad, Ine. v. Bryan, N. C., 83 
S. E, 2d 485, 71 B. L, J. 779. 


Where a drawer bank’s officer defraud- 
ed his bank out of funds by indorsing 
checks made out to fictitious payees and 
deposting them for collection in his own 
account in another bank, a surety com- 
pany bringing suit in the drawer bank’s 
stead on the basis of the guaranty of 
prior endorsements by the collecting 
bank could not succeed if in fact the 
drawer bank’s lack of safety controls did 
not afford adequate protection against 
the defalcations of its officers. Standard 
Accident Ins. Co. v. Pellecchia et al., 
N. J., 104 A, 2d 288, 71 B. L. J. 675. 


§1079, Liability for acts of vice-president, 
Where the senior vice-president of a 


bank arranged to loan out money from 
one of its customer’s accounts because 
the bank could not loan any more under 
the National Banking Act, the bank was 
held not responsible because the board 
of directors had not authorized this ille- 
gal act, Grammer v. City National Bank 
of Cleburne, Texas, 262 S, W. 2d 106. 71 
B. L, J, 343, 


PAYEE 


§1202. Construction of instrument as to 
Payee, 

For an article dealing with the changes 
effected by the Uniform Commercial 
Code in regard to negotiable instruments 
made payable to ficitious payees see 71 
B. L, J. 808. 


PAYMENT 


§1203, Payment in general. 

Where two notes in the same amount 
were given by a maker and the second 
note was executed on the due date of the 
first, a court ruled the holder must prove 
the underlying debt to establish the sec- 
ond note was not simply an extension of 
the first and that they were not both for 
the same debt. Gales v. Frank, 121 N. Y. 
S, 2a 435, 71 B, L. J. 42. 


§1216, Discharge of instrument, 

Under Indiana law a federal court 
ruled that mere passiveness of a payee 
of certain notes in satisfying its debt 
from the collateral security was not suf- 
ficient reason to discharge the endorser 
from liability. Indiana National Bank of 
Indianapolis v. Goss, United States, 208 
F. 2a 619, 71 B, L, J. 506. 


A notation on the back of a note that 
“At death this note is to be cancelled and 
not to be collected” is sufficient under the 
terms of Negotiable Instruments Law 
§122 to effectively cancel the note upon 
the death of the payee. Farmer et al. v. 
Farmer, Virginia, 77 S. E. 2d 415. 71 
BL, J. 


A notation on the back of certain notes 
that “if payee departs this life before 
this note is paid same is hereby fully 
cancelled and executor instructed to de- 
liver same to payor” is sufficient under 
the terms of Negotiable Instruments 
Law §119 (4) to effectively cancel the 
notes upon the death of the payee. In re 
Smiths Estate, Iowa, 58 N. W. 2d 378, 71 
Bl J, 121, 
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§1222, Payment of deposit to sheriff or 
other officer. 

It is no defense that a bank may be 
subject to double liability for paying out 
an account without its depositor’s con- 
sent where the government brings suit 
against the bank under 26 USC 38710(b) 
to recover the taxpayer’s account for 
payment of delinquent taxes. United 
States v, Third National Bank & Trust 
Co., Pa., 111 F. Supp, 152, 71 B. L, J. 134. 


PLEDGE AND COLLATERAL 


§1271, Validity of pledge, 

Neither statutes of the state of Geor- 
gia nor precedent of that state permit 
the creation of a pledge of insurance 
policies by delivery substantiated only 
by an oral agreement. Commercial Na- 
tional Bank v, Chapman et al., U. S, 206 
F. 2d 349, 71 B, L. J, 283. 


PROTEST 


§1345, Written waiver. 


Where a note contains the clause “The 
undersigned waives demand, notice and 
protest” the clause pertains to the in- 
dorser of the note as well as the maker 
under the provisions of Section 100, Ne- 
gotiable Instruments Act. In re Mann, 
Maryland, 117 F. Supp. 511, 71 B. L. J. 564. 


RECORDS OF BANK 


§1346.3. Legal process to examine, 

Where there is no indication that the 
requirements of an inspection of a bank’s 
books are oppressive, unreasonable or 
unnecessary, a bank must comply with 
the summons of a revenue agent and 
open its book to inspection under Inter- 
nal Revenue Code §3614. United States 
v. Peoples Deposit Bank & Trust Co., 
Kentucky, 112 F, Supp. 720. 71 B. L. J. 
264, 


SAFE DEPOSIT COMPANIES 


§1350, Liability of company to customer. 
Following certain rules formulated by 
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the chief engineer of an insurance com- 
pany would do much to prevent charges 
of negligence in the operation of safe 
deposit companies and would constitute 
what the courts in many recent decisions 
have called reasonable care. 71 B. L, J. 
577. 


SALES 


§1358. Bulk sales law, 


Where a partnership was indebted to 
a bank on two notes and later sold its 
assets to a corporation, the bank having 
knowledge of the sale, the bank could 
not later assert the transaction was void 
for lack of formal notice of the sale as 
required by the Bulk Sales Act. Hillsboro 
National Bank v. Buscher, U. S., 204 F. 
2a 520, 71 B. L. J. 325. 


SAVINGS BANKS 


§1365. Production of pass book, 


Where the federal government sought 
to enforce a tax lien by demanding pay- 
ment of a taxpayer’s account, a New 
York savings bank should have paid 
over the account despite the fact that 
the government could not produce the 
passbook. United States v. Emigrant In- 
dustrial Savings Bank, N. Y., 122 F. 
Supp. 547. 71 B. L. J. 835. 


STATUTE OF LIMITATIONS 


§1386, Action on note, 


When decedent made a payment on a 
note which was applied entirely to prin- 
cipal in 1945 and his last interest pay- 
ment had been made in 1940, the statute 
of limitations would bar liability for fur- 
ther payment of interest unless the pay- 
ment of principal in 1945 could infer a 
promise to pay the whole indebtedness 
including interest, Arkport State Bank v. 
Nutter, New York, 282 App. Div, 412. 71 
B, L. J. 330, 


§1406. Suspension of statute, 

If a depositor in any way participated 
in the fraud of a bank’s cashier who 
honored the depositor’s checks without 
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charging his account, the statute of lim- 
itations would not be available to the de- 
positor as a defense against the bank’s 
insurer, Federal Deposit Insurance Corp. 
v. Ciaffoni, Pa., 107 A. 2d 211, 71 B.L.J. 816, 


§1410, Conflict of laws, 

Where a note was made in state A and 
the maker of the note returned to state 
B and the payee sued him there just a 
few days before the running out of the 
four-year statute of limitations appli- 
cable in State A, the maker was liable 
despite the three-year statute of limita- 
tions in state B where the suit was 
brought because the state B statute did 
not run while the maker was outside the 
state. Merchants & Planters National 
Bank of Sherman v. Appleyard, N. C., 77 
S. E. 2d 783. 71 B. L, J. 349. 


STOCK AND STOCKHOLDERS 


§1426, Voting. 

Where the Ohio Banking Act did not 
specifically allow stockholders of banks 
to cumulate their votes in electing direc- 
tors, a stockholder could not cumulate 
his votes under the provisions of the 
state’s general corporation law which did 
not apply to election of bank directors. 
State ex rel Kearns v. Rindsfoos et al., 
Ohio, 118 N. E. 2d 138. 71 B. L. J. 578. 


SURETIES 


§1484. Rights and liabilities of sureties in 
general, 

A surety company was penalized for 
vexatiously refusing payment on its bond 
covering a bank which had lost a con- 
siderable amount of money by a check 
kiting scheme, Hartford Accident & In- 
demnity Co, v. Federal Deposit Insurance 
Corp., U. S., 204 F. 2d 933, 71 B. L. J. 108. 


TAXATION 


§1500, United States securities, 
Franchise and excise taxes levied by a 
state do not violate the federal constitu- 
tion or federal statutes because such 
taxes are levies for the privilege of doing 


business within a state and are not taxes 
on United States obligations even though 
trust companies holding such obligations 
are subject to the tax. Nashville Trust 
Co. v. Evans, Guaranty Title Co. v. 
Evans, Tenn., 258 S, W. 2d 761. 71 B. L. J. 
332. 


§1504, Taxation of national banks, 


The imposition of a county tax on cap- 
ital employed in the operation of a bank 
violated a federal statute and the gen- 
eral statute of the state, both of which 
permitted taxation only on the shares of 
banks, Goodwin v, Citizens & Southern 
National Bank, Georgia, 76 S. E. 2d 620. 
71 B. lL. J. 916. 


Where a Pennsylvania bank contended 
it was entitled to calculate its loss re- 
serves for state tax purposes on the ba- 
sis of a twenty year business loss cycle 
it was ruled by the state supreme court 
that the reserve method used by the 
State Department of Revenue based on 
the five year average of the net losses of 
the bank was fairer and more reasonable. 
Commonwealth v. First National Bank 
of Scranton, Pa., 106 A. 2d 218, 71 B. L. J. 
715. 


§1506.—Deposits. 


A state tax on deposits in financial in- 
stitutions does not apply to funds held to 
satisfy outstanding certified checks since 
such funds were not deposits under the 
statutory definition. First National Bank 
v. Peck, Ohio, 120 N. E, 2d 725. 71 B. L. J. 
844, 


§1531. Valuation for purposes of taxation. 

A bank claiming its competent man- 
agement, special contacts with potential 
depositors and favorable rental situation 
entitled it to a special excess profit tax 
credit was denied such benefit on grounds 
that other bankers in the same area had 
equal qualities which meant these were 
not special intangible assets giving rise 
to such credit. North Fort Worth State 
Bank v. Commissioner, 22 U. S. Tax 
Court No. 68. 71 B. L. J. 822. 


TENDER 


§1539. Requisites of valid tender. 


Defendant could not defend a foreclo- 
sure action by claiming it had tendered 
a loan payment where the checks given 
but refused by a bank were tendered con- 
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ditionally. United States v. Garden 
Homes, Inc., N. H., 118 F. Supp. 415. 71 
B. L. J. 259. 


TRANSFER WITHOUT INDORSEMENT 


§1556. Effect of transfer without indorse- 
ment, 

Where a cattle trader paid plaintiff by 
delivering to him three checks made out 
to the trader but unindorsed, and plain- 
tiff’s bookkeeper stole the checks and 
cashed them at a bank, plaintiff was al- 
lowed to recover the amount of the checks 
from the bank because of his status as a 
transferee or assignee by delivery. May 
v. City National Bank & Trust Co., Okla., 
258 P. 2a 945. 71 B. L. J. 208. 


TRUST RECEIPTS 


§1562, Trust receipts, 

Where a bank innocently takes an as- 
signment of a conditional sales contract 
when financing the purchase of an auto- 
mobile held by a dealer under a flooring 
arrangement with a finance company, the 
bank becomes owner of the car despite the 
earlier claim of the finance company based 
on its duly recorded trust receipt. Under 
the circumstances the Uniform Trust Re- 
ceipt Act gives no protection to the holder 
of a trust receipt. Citizens National Trust 


& Savings Bank v. Beverly Finance Co., 
Calif., 273 P. 2d 714. 71 B. L. J. 850. 


If a dealer in the regular course of busi- 
ness pledges a car to a bank in return 
for funds and gives the bank a trust re- 
ceipt covering the car, the bank does not 
receive title prior to the real owner if 
such owner had in fact not given the 
dealer permission to sell or pledge the 
ear, Mori v. Chicago National Bank, Il- 
linois, 120 N. E. 2d 567. 71 B. L. J. 711. 


A bank claiming ownership by virtue 
of conditional sales contracts covering 
certain automobiles previously held by a 
dealer under a flooring arrangement pre- 
vails over a finance company which 
claims ownership by virtue of trust re- 
ceipts received when it financed the 
dealer’s car selling operation, Security- 
First National Bank of Los Angeles v. 
Taylor et al, Calif., 266 P. 2d 914, 71 B. 
L, J. 490. 


WAREHOUSE RECEIPTS 


§1600.5. Duty of bank handling ware- 
house receipts, 


In sending a case back to a lower 
court for a trial of the facts an appel- 
late court warned a bank that it might 
have been negligent in delivering certain 
warehouse receipts to a buyer when such 
receipts did not reflect the terms of an 
original contract of which the bank had 
knowledge, Banco Nacional De Comercia 
Exterior S, A. et al. v. First National 
Bank, U, S., 211 FP, 2d 409. 71 B. L. J. 620. 
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